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BRAZIL: _KEY ECONOMIC INDICATORS 


Macroeconomic Indicators: 1985 1986 1987 1988 
GDP (current billion $) 1/ 22743 270.9 32520 385 3/ 
Per capita GDP (current $) 1/ 1,696.0 1,964.0 2 {224.0 2,666 3/ 
Real GDP growth (%) 8.4 8.0 2.9 0 3/ 
Consumer price index (%) --IPC 2/ 242.2 65.17 365.9 934 
Exports (billion U.S. $) 25,639.0 22,393.0 26,213.0 34 4/ 
Imports (billion U.S. $) 23525320 14,044.0 25.,,052:.0 15 4/ 
Trade balance (billion U.S. $) 12,486.0 8,349.0 11,161.0 19 4/ 
International reserves 10,482.0 6,760.0 7,458.0 9,334 5/ 
(million U.S.$) 
External Debt (billion U.S.$) 105.1 110.6 113.6 ing 7 
Debt Service Ratio (%) 71.3 94.1 89.8 39.1 7/ 
Exchange Rate (Cz/U.S.$) 6.20 £3365 38.70 264.25 7/ 
Principal Exports (1987) Principal Imports (1987) 
(in millions U.S. $ fob) (in millions U.S. $ fob) 
Metallurgical products $ 3,000 Capital goods $ 3,958 
Coffee 2,170 Crude oil & derivatives 4,123 
Transport equipt. & parts 3,100 Chemical products 1,830 
Iron and other ores 2,681 Coal 550 
Soybean products 2,400 Wheat 250 
Total, including others $26,213 $ 15,052 
Industrial Indicators: 1985 1986 1987 1988 6/ 
(percentage change) 
Mineral extraction 11.5 aa - 0.7 1.7 
Manufacturing (overall) 8.3 11.3 1.0 -3.1 
Capital goods 12.8 21.6 = ao -2.L 
Consumer durables 15.4 20.3 - 5.4 -2.5 
Overall 3.5 10.9 0.9 =2<9 
1/ Changes in dollar values are affected by exchange rate policies wherein 


cruzado devaluation against the dollar has been less than the rise in 

the GDP deflator. 

IPC -- consumer price index (Brazilian Government official inflation index) 
Estimate -- Brazilian Institute of Geography and Statistics (FIBGE) 

Year end estimate 

September 1988 (month end) -- Central Bank 

October 1988 (month end) -- compared to previous 12-month period -- (FIBGE) 
Average 1988 


2/ 
3/ 
4/ 
5/ 
&/ 
7/ 








INTRODUCTION AND SUMMARY 


The year 1988 has been characterized by slow economic growth; rapid 
inflation and economic and political uncertainties indicate slow 
growth will continue. Real growth may not exceed 1 percent in 1988, 
while inflation will approximate 1,000 percent. From January to 
September 1988, the official government inflation index registered 
inflation of 397 percent (an average monthly increase of 19.50 
percent). Nevertheless, employment levels are holding steady, and 
buoyant exports should produce a record trade surplus of $18-$20 
billion in 1988. 


Finance Minister Mailson da Nobrega has improved Brazil’s relations 
with the international financial community, which had been strained 
by Brazil’s unilateral announcement of a partial foreign debt 
service moratorium in early 1987. Brazil recently reached a 
rescheduling agreement with commercial bank creditors and concluded 
agreements with the IMF and the Paris Club. Official export credit 
agencies have re-opened credit lines to Brazil. Nobrega, however, 
has been less successful domestically. Moves to trim government 
spending, a key inflationary component, face strong political 
resistance. With accelerating inflation reaching a monthly 24 
percent in September, nervous Brazilian financial markets are 
increasingly anticipating that the Brazilian Government will change 
its prices and incomes policy. 


Brazil’s new constitution was promulgated October 5, 1988. The 
constitution provides more assurances for personal and social rights 
within a presidential form of government. Presidential elections 
are scheduled for November 1989. Detailed implementing regulations 
for the constitution have not yet been enacted, but some provisions 
of the new constitution, such as a 12 percent cap on real interest 
rates, may complicate economic management. New worker benefits will 
raise labor costs. Foreign investment opportunities are restricted 
in sectors such as mining and health services. New petroleum risk 
contracts are banned. Market reserves for national firms are 
permitted, but not mandatory. Future legislation will establish 
government "preferences" for Brazilian-owned firms. 


Slow economic growth, along with new investment restrictions and 
prohibitions, contributed to discouraging foreign and domestic 
investment. Modest levels of investment capital were made available 
through debt-equity conversions in 1988. 


U.S. exporters will continue to face difficulties in the Brazilian 
market. Despite promised tariff policy reform and some preliminary 
steps toward trade liberalization, major restrictions remain: the 
import licensing regime, company and sector-level import quotas, 
relatively high tariffs, the "Law of Similars" (which restricts 
imports competing with domestically produced goods), and extensive 
informatics import restrictions. Nevertheless, opportunities exist 
for aggressive U.S. exporters. 








ECONOMIC POLICY 


Stagflation has characterized 1988. Real growth will be below 1 
percent. Inflation will approximate 1,000 percent. Demand is flat 
for many industries, and investment is correspondingly low; most 
export-oriented industries, however, are enjoying a boon. 


Finance Minister Nobrega has announced that his top domestic 
priority is cutting the public sector deficit in order to brake 
inflation. He has indicated that once the budget deficit is under 
better control, steps will be adopted to phase out much of the 
inflation-indexing which permeates the Brazilian economy. Nobrega 
has also announced that he seeks increased reliance on free market 
mechanisms and decreased government intervention in the economy. 
The administration has succeeded in privatizing a very limited 
number of government-owned firms, but the overall level of 
government intervention in Brazil’s economy still remains high. 


BALANCE OF PAYMENTS 


Brazil enjoyed a record trade surplus in 1988, mainly as a result of 
bouyant foreign demand for Brazilian exports and slow domestic 
growth. The trade surplus may have reached $18-$20 billion in 1988, 
with an overall current account surplus of over $1 billion. 
Brazilian Government policymakers have stressed that Brazil should 
start increasing its level of imports, but such a shift is not yet 
visible in available trade statistics. 


EXCHANGE RATE POLICY 


Brazil maintains its trade competitiveness by daily mini- 
devaluations of the cruzado. From January through the end of 
December 1988, the cruzado was devalued by 939.45 percent against 
the dollar. Current policy indicates the continuation of 
mini-devaluations rather than a substantial devaluation, especially 
in view of the very favorable trade balance projected for 1988. 

Some sectors, however, claim that future exports will be impaired by 
an overvalued currency. 


MONETARY POLICY 


The Brazilian Government’s stated goal is to maintain a tight 
monetary policy with positive real interest rates. Nevertheless, 
several factors combine to boost monetary expansion, including 
public sector deficits, a record trade surplus, and Brazil’s 
debt-to-equity conversion swaps. 








FOREIGN DEBT 


Brazil’s relations with the international financial community 
improved markedly in 1988 as Brazil ended its moratorium on foreign 
commercial debt service. Brazil repaid past arrears and signed 
agreements in September 1988 with foreign bank creditors which 
provided for new lending and a rescheduling of terms on previous 
debt. A formal mechanism for debt-equity swaps proved successful, 
resulting in additional investment funds and the reduction of 
external debt by an estimated $6.2 billion (formal and informal 
conversions) during 1988 -- 10 percent of Brazil’s outstanding $62 
billion debt to foreign private banks and 5.4 percent of $115 
billion in foreign debt. Brazil also negotiated a Paris Club 
Agreement which permitted international export credit agencies, 


including the Export-Import Bank, to resume financing exports to 
Brazil. 


BUDGETARY POLICY 


Finance Minister Nobrega announced in September 1988 that Brazil 
will succeed in holding the operational public deficit to slightly 
under 4 percent of GDP for 1988. A tighter target of roughly 2 
percent of GDP is outlined in the government’s budget bill for 1989, 
but the Brazilian Congress may modify the bill’s provisions before 
passage in late 1988. Measures applied by Nobrega to hold down the 
deficit have included cancellation of some consumption subsidies, a 
temporary pay freeze on the federal work force, and controversial 
moves to curb borrowing by state and local governments. Equally 
controversial are pending moves to shift federal government 
functions to state and local governments consistent with Brazil’s 
new constitution, which increase federal revenue-sharing transfers 
to local governments. 


LABOR 


High levels of inflation continued to affect worker attitudes and 
influence labor union behavior in 1988. The government wage policy 
focused on limiting monthly wage increases to the average inflation 
3 months and, for a 2-month period, entirely suspended inflation 
correction for government workers. Public sector employees strongly 
protested government wage policy, which had significantly cut their 
purchasing power. Some unions challenged the legality of these 
measures, while others called for walkouts. Sao Paulo postal 
employees struck, Bank of Brazil employees struck nationwide, and 
workers in other public sectors either struck for short periods or 
threatened to do so. Many private sector employers have granted 
real wage increases to guarantee labor peace. Firms that limited 
increases to the legal minimum encountered worker resistance and 
strikes. The number of private sector labor strikes, however, has 
been surprisingly small considering the unsettled economic 
conditions. 











AGRICULTURE 


Production: Agriculture output for 1988 should increase by 2 or 3 
percent compared to a 13 percent increase in 1987 over 
drought-reduced levels of 1986. Although the Brazilian government 
predicted a 75 million ton grain and oilseed harvest, a smaller 
yield is expected due to decreases in wheat, corn and rice 
production. Wheat and rice productions have been hurt by prolonged 
dry weather in the south. Most tropical products should improve 
from their 1987 performance unless affected by adverse climactic 
conditions late in the season, except for the coffee crop which will 
be lower than the 1987 record harvest. Pork and poultry productions 
are expected to drop, and beef production to rise. Uncertain 
economic conditions caused by the difficulties in recovering from 
income losses generated in 1987 are the major obstacles to 
substantial growth in the agricultural sector. High inflation, 
coupled with falling consumer purchasing power, indicates that 
marketing will preoccupy producers. Again, as in 1987, the 
Government of Brazil likely will be a large buyer of domestic 
agricultural commodities in 1988. During 1989, substantial gains in 
production are forecast for soybeans as Brazilian producers seek to 
take advantage of U.S. drought-stimulated prices. Cotton production 
is expected to increase, as well. During 1989, production will be 
diverted from corn, rice, and drybeans. The availability of 
adequate amounts of credit should contribute to modest growth. 


Trade: The outlook for 1988 agricultural trade is for exports to 
rise above the 1984 record of $10 billion, boosted mainly by large 
sales of high-priced soybeans and orange juice, and improvement in 
the sales of tropical products. Imports of agricultural products, 
except for wheat, are expected to decline further due to increasing 
domestic production. U.S. wheat exports, although not expected to 
be large due to the Brazil-Argentina trade agreement, are possible 
in late 1988. Major imports from the United States will remain 
restricted to seeds, livestock genetics, other specialty crops 
including seeds, fruits, and vegetables, and possibly soybeans under 
drawback arrangements if sufficient U.S. supplies exist. 


INDUSTRY 


Industrial production fell 4.8 percent in the first half of 1988 
compared with the first half of 1987 due to a decline in purchasing 
power, an increasing propensity among consumers to save because of 
economic uncertainty, and rapidly rising inflation. Industrial 
activity would have declined further were it not for the strength of 
manufactured exports, which grew 55.2 percent in the first half of 
1988. The following are percentage changes in industrial production 
(compared to the first half of 1987) for various sectors: 


MINERAL EXTRACTION 3.0 


MANUFACTURING =3.2 
CAPITAL GOODS -3.0 
INTERMEDIATE GOODS =3'0 


CONSUMER GOODS -6.2 





In the second semester, industrial output recovered slightly, 
although zero growth was predicted for 1988 as a whole. Economic 
and political uncertainty and high inflation and interest rates will 
keep investment levels low. Exports should remain strong but some 
sectors claim that a sharply overvalued currency will impair future 
exports. Sectors that are performing well, chemicals, pulp and 
paper, and aluminum, are exporting profitably. Sectors that rely 
almost exclusively on the domestic market and/or those that are 
subject to price controls, such as electronics and pharmaceuticals, 
are performing poorly. Runaway inflation could lead to sharply 
higher domestic consumption if consumers abandon savings and other 
financial instruments in favor of real goods. 


Motor Vehicles: In the first 7 months of 1988, vehicle production 
increased 13.8 percent over the same period of 1987. Total 
production should reach 1.1 million units in 1988, up 20 percent 
from 1987. Domestic sales, led by passenger vehicles, grew by 23.9 
percent. The increase in domestic sales has been limited largely to 
passenger vehicles which are seen as an inflation hedge; sales of 
trucks and buses have been extremely low. Export sales of 
automobiles remained at 1987 levels. Automakers claim their cost 
increases have outpaced the rate of cruzado devaluation by 30-40 
percent, forcing them to raise export prices and cut profit 
margins. The auto parts sector grew 2 percent in the same period, 
due mostly to exports, which rose 36.5 percent over the first half 
of 1987. The exchange rate problem has so far resulted in some 
export order cancellations but is unlikely to lead to a sharp 
decline in exports until 1989, since exporters have to fulfill 
current contracts. For 1988, total exports should reach $5 billion, 
$3.1 billion for vehicles and $1.9 billion for parts. 


Steel: During the first 7 months of 1988, crude steel production 
totaled 13.9 million metric tons (MT), up 13.9 percent over the same 
period in 1987. Flat rolled steel, manufactured primarily by 
government-owned mills, totalled 5.6 million MT, up 13.4 percent and 
nonflat-rolled steel, produced principally by private mills, reached 
3.4 million MT, down 1.4 percent (for the same 7-month period). 
Specialty steels accounted for the remaining 4.9 MT of production 
for January through July of 1988. 








Production 1987 1988 Percentage Change 
(Jan-July) (Jan-July) 

Crude 12:52 13.9 E329 

Rolled Products 87 9.0 34 

Flat-Rolled Products 4.94 5.6 1324 

NonFlat-Rolled Products 3.45 3.4 -1.4 


Domestic consumption of all types of steel fell 14 percent to 6.2 
million MT due to a slowdown in the government housing program. In 
the domestic market, the civil construction sector accounts for 30 
percent of steel consumption, motor vehicles 20 percent, household 
appliances 15 percent, capital goods 11 percent, and shipbuilding 4 
percent. Although sales of passenger cars grew in the first half of 
1988, the tractor and agricultural equipment sectors, which consume 








most of the rolled and nonrolled steel, performed poorly. This 
decline in domestic consumption was balanced by growth in exports, 
which increased 88.3 percent in volume to 5.2 million MT, and 138.4 
percent in value to $1.4 billion (compared to January-July 1987). 
Total 1988 steel production should reach 24 million MT. 


A major problem facing Brazil’s steel industry is the lack of 
investment in additional capacity. Much of the sector is 
stateowned, and the Brazilian Government has limited funds to invest 
in increasing production capacity. The Government of Brazil has 
been unable to fund the investments envisaged under the second 
national steel plan, intended to more than double capacity, 
consumption and exports by the year 2000. Privatization has been 
discussed, but little has occurred. 


Capital Goods: In the first half of 1988, the capital goods 
industry was hurt by the decline in private and public investment. 
Efforts to cut government spending, as well as the inability or 
unwillingness of state-owned firms to pay their debts to the state, 
have caused serious damage, especially for made-to-order goods. The 
sector as a whole has operated for 3 years at 60 percent of 
capacity, significantly reducing its ability to invest and 
modernize, and has lost competitiveness because of the increasing 
obsolescence of its equipment. The sector needs to accumulate 
capital, which could be accomplished, in part, by merging small 
companies. In better condition are the firms producing data 
processing machines and equipment, electronic components, and 
insulated conductor cables for electric installation. Subsectors 
facing great difficulties are metalworking machine tools, 
nonelectric industrial furnaces, tractors, harvesting machines, 


railway accessories, transportation equipment, and cargo vessels and 
accessories. 


Pulp and Paper: The pulp and paper industry, helped by attractive 
international prices, is performing well. Export receipts in 1988 
could reach $1 billion, up 25 percent from 1987. This growth is 
expected to continue through the 1990s given climatic conditions in 
Brazil favoring tree cultivation and increasing international 
demand. Although the Government of Brazil has announced its 
intention to invest $6 billion over the longterm, the industry 
remains concerned about the lack of investment in reforestation. 
U.S. trade sanctions affect Brazilian exports to the United States 
of certain cut and uncut paper products. However, U.S. trade 
retaliation against Brazilian paper products will not significantly 
affect prospects for the sector overall. 


Textiles: Textile output fell 8.5 percent in the first half of 1988 
in comparison with the same period in 1987. Exports, however, grew 
by almost 98 percent in volume and 106 percent in receipts, 
totalling 196,000 tons and $635 million. Textile exports in 1988 
should set a new record in volume and value. Textile and apparel 
exports sustain approximately 280,000 jobs. Although domestic 
consumption of textiles has fallen in recent years, domestic sales 
and exports over the next 10 years should grow considerably. Many 
export-oriented companies, recognizing that exports depend on 


modernization, have embarked on substantial investments to: 
construct new cloth finishing facilities; modernize spinning, 
weaving and finishing capacity for cotton textiles; and import new 
looms and other automated equipment not available on the domestic 
market. Moreover, the industry enjoys several competitive 
advantages, including a substantial domestic cotton supply, low 
wages, and a protected internal market. 


Footwear: Yearly production has reached 600 million pairs, of which 
160 million are leather. The industry processes over 15 million 
hides and employs 300,000 workers, with annual exports surpassing $1 
billion. Idle capacity stands at 20 percent, with little chance of 
substantial investment. In the first half of 1988, footwear 
production was up 3 percent over the same period in 1987, with 
declining domestic sales and increasing exports. Export growth in 
1988 will amount to 10 percent, less than previously forecast. 
Slower export growth is partially attributed to the threat of U.S. 
trade sanctions, during late-1987 and mid-1988. The threat of U.S. 
sanctions, in addition to the fall in domestic sales, has led 
manufacturers to aggressively seek alternative foreign markets. The 
U.S. market currently absorbs 90 percent of Brazilian footwear 
exports. A key problem facing the industry is the poor quality and 
high price of domestically produced leather, which forces the 
industry to import hides from Argentina, Uruguay, and Italy. 
Manufacturers claim Brazil is 15 years behind in leather processing 
technology. 


Civil Construction: Rapidly rising construction costs have hurt 
this industry. After a relatively successful first quarter (sales 
up 13 percent from the first quarter of 1987), because of a new 
government housing policy, construction companies may have to fire 
workers. The upswing in new housing starts, that was anticipated 
due to a decline in available housing, has not materialized. Luxury 
units and supermarket and office building construction has been the 
exception. Idle construction capacity remains at 40 percent, with 
significant capacity also idle in the cement industry. High 
interest rates and the precarious state of the housing finance 
system are the principal obstacles to growth. 


Chemicals: Because of excellent export performance, the chemical 
industry has performed well in 1988. Output rose 20 percent in the 
first half of 1988. During the first 6 months of 1988, domestic 
consumption increased 8 percent, exports climbed 113 percent in 
volume and 206 percent in value to $650 million. Exports for 1988 
should total $1.5 billion, up from $707 million in 1987. Imports 
have declined; thus, the dollar export surplus will be substantial. 
The industry is investing heavily, with total investments through 
1995 expected to reach $5.2 billion. The pharmaceutical industry, 
however, has suffered from falling sales and strictly controlled 
prices. U.S. companies, some of whom had good first semesters, 
anticipated sharp drops in profitability in the second semester. 
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MINERALS 


From January to March 1988, total Brazilian mineral production 
increased by 11.1 percent over the same period in 1987, with 
significant increases in production of petroleum, iron ore, and 
gold. 


Iron Ore: Brazil, the world’s largest iron ore exporter, should 
produce 140 million MT in 1988, an increase of 4.4 percent over 
1987. Increased production is due to Companhia Vale Do Rio Doce’s 
rise in production in Carajas. During January to May 1988, Brazil 
exported 43 million MT of iron ore, 17 percent more than for the 
same period in 1987; the export value was $722 million, compared 
with $644 million for the same period in 1987. 


Tin: Brazil may have become the world’s largest tin producer in 
1988 due to continued increased production in the Airquemes tin 
deposit in Rondonia. Estimated production for 1988 is 40,000 MT, a 
38 percent increase over 1987. 


Gold: The Brazilian state mining industry produced 4,621 kilograms 
of gold in the first quarter of 1988, an increase of 90 percent over 
the 2,432 kilograms produced during the same period in 1987. 
Increased production was due to the opening of new mines and to 
increased capacity in some companies. Gold production in areas 
worked by independent prospectors increased from 4,029 kilograms 
during January to March 1987, to 6,801 kilograms for January to 
March 1988. 


Aluminum/Bauxite: Exports of bauxite and alumina were 496,700 MT, 
and exports of aluminum reached a record $1 billion in 1987. 
Aluminum production was 850,000 MT in 1987, an increase of 12.3 
percent over 1986. Aluminum production will continue to rise with 
the completion of Phase II at the Albras plant which will add 
160,000 tons per year of additional capacity. 


ENERGY 


Domestic consumption of electric energy for January through October 
1988 (158,781.2 GWh), increased by 6.6 percent over the same period 
in 1987. Industrial consumption for January through October, 1988 
was 86,594.4 GWh, an increase of 7.4 percent over the same period in 
1987. Despite low rainfall in the southeast, hydroelectric 
reservoirs are currently at 80 percent of capacity, guaranteeing a 
normal supply of electric energy until mid-1989. Domestic 
consumption of gasoline during January to July 1988, decreased by 
6.5 percent compared with the same period in 1987, as automobiles 
continued to convert to alcohol. Fuel alcohol consumption increased 
by 8.9 percent from 1987 to 1988. In the first half of 1988, 
Petrobras average petroleum production was 593,300 barrels per day, 
a slight increase over the first half of 1987; 1988 was difficult 
for Petrobras. In April, a fire nearly destroyed the Enchova oil 
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platform, the largest oil producer in the Campos Basin. Although 
the platform is being rebuilt, production of oil and gas has not 
reached pre-fire levels, and the fire has also delayed completion of 
the new natural gas pipeline from Rio to Sao Paulo. Oil production 
in the Amazon Region, started in July 1988, is temporarily suspended 
due to river navigation problems. 


IMPLICATIONS FOR THE UNITED STATES: 


Investment Policy: investors in Brazil should become familiar with 
the registration procedures for new capital and with Brazil’s 
foreign investment restrictions and prohibitions. Details can be 
found in the U.S. Department of Commerce (USDOC) publication 
"Marketing in Brazil" (OBR 85-07) available from any USDOC district 
office or from the Publications Distribution Office (Tel. 
202-377-5494). The Brazilian Government’s announcement of a "New 
Industrial Policy," signifying a more open economy and movement away 
from the import substitution model, has produced few changes as yet. 


Investors should also be aware that the new Brazilian constitution 
contains changes likely to affect some investment, such as further 
restrictions against foreign capital in petroleum and minerals 
exploration, health care, chemicals, biotechnology, and new 
materials. Due to the great need for new capital in infrastructure, 
particularly electricity generation and transmission, some 
investment rules may be eased. These might include foreign 
ownership of power plants, with buyback provisions over a set period. 


Experienced investors in Brazil, particularly multinational 
corporations, are participating in the official government 
authorized auction of debt-equity instruments on the Rio de Janeiro 
and Sao Paulo stock exchanges and are converting matured debt 
through informal debt swap mechanisms. Debt swap auctions have 
yielded discounts off the face value of the matured debt of between 
18 and 50 percent. The inflationary impact of debt swaps has caused 
the government to limit informal debt conversions and may lead to a 
temporary suspension or restrictions on formal debt conversions. 


Estimates for 1988 are that Brazil will receive only $300 million in 
net foreign direct investment, partly because multinationals in the 
informatics and pharmaceutical sectors tend to sell off their 
holdings to local firms because of restrictions on product 
development, decreased profitability, and cloning of proprietary 
goods. On a positive note, there should be $3 billion in investment 
from debt-to-equity conversion. 


For an aggressive investor willing to wait for long-term gains or 
seeking bargains in the current climate of uncertainty, Brazil 
warrants a closer look because of its very large domestic market, 
high per capita income relative to the rest of South America, and 
installed industrial base and services industries. 





Import Policy: U.S. exports rose in 1987 to $3.994 billion, up from 
$32.856 billion in 1986. Data for January-October 1988, show $3.546 
billion in U.S. exports, up 8 percent over the same period in 1987. 
The United States is the largest foreign supplier of goods to 
Brazil, with 20.9 percent of total imports and 28.2 percent of all 
nonoil imports in 1987. 


The relatively cheaper dollar may continue to provide an advantage 
for U.S. exports to Brazil despite declining capital investment and 
end-user demand due to economic stagflation and political 
uncertainties. Also, the Brazilian Government has stated its 
interest in increasing imports of capital goods designed to 
modernize Brazilian industry. Despite the uncertainties, a recent 
survey shows that 64 percent of 2,500 Brazilian firms plan to invest 
in further productive capacity in 1988. 


Best prospects for U.S. exports include electronic components, 
electronics production and test equipment, medical instruments, 
process controls, analytical and scientific instruments, mainframe 
computers and peripherals, applications software, telecommunications 
equipment, metalworking equipment, textile machinery, hydro and 
thermoelectric equipment, tourism services to the United States, oil 
and gas field equipment, and printing and graphics arts equipment. 


The U.S. and Foreign Commercial Service has planned trade promotion 
events in most of these sectors in 1989 and has prepared market 
research to assist U.S. exporters planning entry strategies or 
market expansion in Brazil. Details may be obtained from the 
nearest USDOC district office or USDOC in Washington, D.C. 

(Tel. 202-377-3871). 
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